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SUBJECT: US FERROUS SCRAP EXPORTS 
REF : A. PEKING 1527, B. STATE 234040 

1. INDIVIDUALCOUNTRY FERROUS SCRAP LICENSE ALLOCATIONS FOR 
FIRST QUARTER CY 1974 ANNOUNCED NOVEMBER 28 WERE BASED ON 
US SCRAP EXPORTS DURING THREE YEAR BASE PERIOD. PRC 
LICENSE ALLOCATION FOR FIRST QUARTER 1974 IS APPROXIMATELY 
9,310 SHORT TONS, CALCULATED AS FOLLOWS: US FERROUS SCRAP 
EXPORTS TO PRC DURING THREE YEAR BASE PERIOD ENDED JUNE 30, 
1973 TOTALED 120,803 SHORT TONS (ALL OF WHICH, INCIDENTIA- 
LLY, WAS EXPORTED DURING JAN- JUNE 1973), OR AN ANNUAL 
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AVERAGE OF 40,268 SHORT TONS. THIS REPRESENTS 0.49 PERCENT 
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OF AVERAGE ANNUAL SCRAP EXPORTS OF 8,181,722 SHORT TONS 
DURING BASE PERIOD. APPLYING 0.49 PERCENT SHARE AGAINST 
1.9 MILLION SHORT TONS ALLOCATED COUNTRY BY-COUNTRY 
PROVIDES PRC WITH 9,310 SHORT TON ALLOCATION AS ITS PRO RATA 
SHARE. 

2. IN ARRIVING AT FIRST QUARTER EXPORT LEVEL, USG HAD TO 
TAKE INTO CONSIDERATION A NUMBER OF CONFLICTING DEMANDS, 
INCLUDING NEEDS OF US SCRAP USERS; INTERESTS OF AMERICAN 
EXPORTERS; US DOMESTIC PRICE CONSIDERATIONS, AND THE 
REQUIREMENTS OF TRADITIONAL FOREIGN BUYERS OF US SCRAP. A 
NUMBER OF LONGSTANDING FOREIGN CUSTOMERS HAVE MADE AND 
CONTINUE TO MAKE STRONG REPRESENTATIONS TO THE USG, 

POINTING TO REAL DIFFICULTIES CAUSED BY THE IMPLEMENTATION 
OF THE US CONTROLS. AT THE SAME TIME, IT WAS RECOGNIZED 
THAT STRICTLY MATHEMATICAL ALLOCATIONS WOULD SEVERELY 
LIMIT VOLUME OF SHIPMENTS FOR NEW ENTRANTS IN THE MARKET 
SUCH AS THE PRC. AS INDICATED IN REFTEL B, 100,000 SHORT 
TONS WILL BE SET ASIDE AS A CONTINGENCY RESERVE TO MEET 
EMERGENCY HARDSHIP CASES IN THE FIRST QUARTER OF 1974. 

IT IS INTENDED THAT A PART OF THIS RESERVE WILL BE 
ALLOCATED TO NEW MARKETS. USG IS AWARE OF POTENTIALLY 
LARGE PRC MARKET FOR US SCRAP, INTEREST SHOWN BY SEVERAL 
US FIRMS IN TAPPING MARKET, AND OTHER CONSIDERATIONS WHICH 
MIGHT ARGUE FOR ADDITIONAL PRC QUOTA; WE ARE CURRENTLY 
REVIEWING PRC SITUATION IN THE LIGHT OF OTHER CONFLICTING 
DEMANDS TO DETERMINE WHAT PORTION OF 100,000 SHORT TON 
CONTINGENCY RESERVE CAN BE ALLOCATED TO THE PRC. 

3. AS NOTED IN REF B. 1974 ALLOCATIONS ARE FOR FIRST 
QUARTER ONLY, AND SHOULD NOT RPT NOT BE ANNUALIZED TO 
ARRIVE AT ANNUAL RATE THAT WOULD BE HIGHLY THEORETICAL AT 
BEST. GIVEN THE NUMEROUS UNCERTAINTIES SURROUNDING SCRAP 
SUPPLY-DEMAND PICTURE BOTH IN US AND ABROAD (INCLUDING 

THE IMPACT OF ENERGY SHORTAGES ON STEEL DEMAND AND PRODUC- 
TION HERE AND ABROAD), WE ARE UNABLE AT THIS TIME TO MAKE 
ANY PROIECTION S BEYOND FIRST QUARTER 1974. 

4. DURING PERIOD IULY-OCTOBER 1973, EXPORTS TO PRC 
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AMOUNTED TO 235,000 TONS (JULY: 67,000; AUGUST: 63,000; 

SEPTEMBER: 63,000; OCTOBER: 42,000). AS OF THE END OF 
OCTOBER UNUSED EXPORT LICENSES AVAILABLE FOR NOVEMBER- 
DECEMBER SHIPMENT, TOTALED 95,000 TONS. AN ADDITIONAL 
139,000 TONS HAS SINCE BEEN LICENSED FOR NOVEMBER AND 
DECEMBER SHIPMENTS. IN VIEW OF FOREGOING, LARGE VOLUME OF 
UNUSED LICENSES AND/OR SHIPMENTS IN PIPELINE AT END OF 1973 
MAY HELP RELIEVE URGENCY OF NEEDS FOR FIRST QUARTER 1974. 
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5. SINCE WE EXPECT THAT A NUMBER OF OTHER COUNTRIES WILL 
BE MAKING STRONG BIDS TO OBTAIN A PORTION OF CONTINGENCY 
RESERVE, ANY SPECIFIC INFORMATION THAT USLO OR CONGEN CAN 
PROVIDE WITHOUT APPROACH TO HOST GOVERNMENT OR TRADE 
CONCERNING POSSIBLE DIFFICULTIES THAT NON-FULFILLMENT OF 
US SCRAP CONTRACTS WILL CAUSE FOR PRC INDUSTRY WOULD BE 
USEFUL. WE WOULD ALSO BE INTERESTED IN POSTS' EVALUATION 
OF THE PORTION OF ESTIMATED ONE MILLION TON PRC IMPORT 
REQUIREMENT (HONG KONG 9728 AND 10719) WHICH COULD BE 
GENERATED DOMESTICALLY IF NECESSARY OR OBTAINED FROM 
ALTERNATE FOREIGN SOURCES, AND ANY OTHER PERTINENT 
INFORMATION. FOREGOING INFORMATION WOULD BE HELPFUL TO 
USG BUT SHOULD NOT BE TAKEN AS IMPLYING ANY COMMITMENT 
REGARDING ADDITIONAL 

SUPPLY OF SCRAP FROM THE US. 

6. FYI: EXPORT ORDER DATA AVAILABLE IN DEPARTMENT 
COMMERCE INDICATES THAT AS OF APPROXIMATELY END NOVEMBER. 
THREE US EXPORTERS REPORTING PRC ORDERS HAD TOTAL OF 
563,680 SHORT TONS ON BOOKS FOR DELIVERY TO PRC IN 1974, 

AS FOLLOWS: TWO EXPORTERS HAVE TOTAL OF 78,800 TONS 
SCHEDULED FOR SHIPMENT IN JAN AND FEB 1974. OTHER 
EXPORTER HAS 242,440 TONS SCHEDULED FOR JAN- JUNE 1974 
SHIPMENT, AND 242,440 FOR JULY-DEC SHIPMENT. OVERALL 
TOTAL, 563,680 RONS. END FYI DEPT WOULD APPRECIATE ANY 
INFORMATION AVAILABLE TO USLO AND GOVGEN ON US FERROUS 
SCRAP ORDERS ENTERED INTO BY PRC (OTHER THAN THOSE ALREADY 
REPORTED). 

7. DEPT DOES NOT WISH USLO TO INITIATE ANY APPROACHES 

BUT USLO MAY DRAW ON FOREGOING AS APPROPRIATE TO RESPOND 
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TO ANY PRC INQUIRES RE US SCRAP EXPORT POLICY. (FYI WE 
UNDERSTAND THAT PRCLO COMMERCIAL OFFICER HUANG WEN-CHUN 
HAS OBTAINED COPIES OF LATEST COMMERCE DEPT SCRAP REGULA- 
TIONS. END FYI) KISSINGER 
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